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In practice there would ordinarily be a number of4 transactions in the form of payments of interest on debt, and transfers of capital from one country to the other of which X represents the net result.
The equation SQP = 2/$) may be put in the form Q'P/ = gr/jp/, if Q' and c/ represent the respective quantities of commodities and Pf and |/ represent their respective average prices, the average prices being so calculated that Q'P' = SQP and <///-%;.
From what has been said it will be obvious that when two countries have different Standards of Value, the rate of exchange is determined from time to time so that the commodities exported from each country shall be the equivalent, as if under a system of barter, of the commodities imported, if the one country is not indebted to the other or if lending and borrowing is not taking place between them; if one country is indebted to the other or if one country is lending to or borrowing from the other, the bartering of commodities must take place on such terms as to just settle the whole account for the time being between the two countries.
It will simplify the argument if we take England as one of the countries and India, while
she still adhered to the silver standard, as the
r. other.   On this assumption, the rate of exchange
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